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PAID  UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 

THIS  LEASE  AGREEMENT  is  made  this        J2.^      day  of         fl^Wf  (  gggg,  ^  and  between  Denton  Highway  Hattom 

Associates.  LTD.  as  Lessor  (whether  one  or  more),  whom  address  la  P.O.  Box  qytQPfl  Richardson  TX  75083  and,  PALE  PROPERTY  services. 
LJ..C-  Jl cw  Rots  Avenue,  Suite  Itra  DaiUe  TtKM  TS3C1  .  as  Lessee.  Al  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as 
Lessee,  but  all  other  provisions  (including  the  completion  of  bUnk  spaces)  were  prepared  jointty  by  Lessor  and  Lessee. 

1 .  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee 
the  foaowing  deserted  land,  hereinafter  called  leased  premises: 

15.333  ACRES  OF  LAND.  MORE  OR  LESS,  BEING.  BLOCK  1,  LOT  1A,  OUT  OF  THE  HALTOM  PLAZA  SHOPPING  CENTER 
ADDITION,  AN  ADDITION  TO  THE  CITY  OF  HALTOM  CITY,  TARRANT  COUNTY,  TEXAS,  BEING  MORE  PARTICULARLY 
DESCRIBED  BY  METES  AND  BOUNDS  IN  THAT  CERTAIN  PLAT  RECORDED  !N  CABINET  A.  SLIDE  1678  PLAT  RECORDS  OF 
TARRANT  COUNTY,  TEXAS. 


In  the  County  of  Tarrant,  State  of  TEXAS,  containing  15.333  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  Hereafter 
acquire  by  reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oit  and  gas,  along  with  all 
hydrocarbon  and  non  hydrocarbon  substances  produced  in  association  therewith  (inducing  geophysical/seism  is  operations).  The  term  'gas*  as  used 
herein  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  wen  as  hydrocarbon  gases.  In  addition  to  the  above-described  leased  premises, 
this  tease  also  covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  the 
above-described  leased  premises,  and,  in  consideration  of  the  aforementioned  cash  bonus,  Lessor  agrees  to  execute  at  Lessee's  request  any  additional 
or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered.  For  the  purpose  of  determining  the  amount  of  any 
shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually  more  or  less, 

2.  This  lease,  which  is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  three  (3)  years  from  the  date  hereof,  and  for  as 
long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled 
therewith  or  this  lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other 
Squid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shal  be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at 
Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the 
continuing  right  to  purchase  such  production  at  Ihe  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in 
the  same  field,  then  in  the  nearest  field  In  which  there  b  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity;  (b)  For  gas  (including  casing 
head  gas)  and  all  other  substances  covered  hereby,  the  royalty  shad  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale 
thereof,  less  a  proportionate  part  of  ad  valorem  taws  and  production,  severance,  or  other  excise  taxes  and  the  costs  incurred  by  Lessee  in  delivering, 
processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shaH  have  the  continuing  right  to  purchase  such  production  at 
the  prevailing  wellhead  market  price  paid  for  production  of  simitar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field, 
then  m  the  nearest  field  In  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  kito  on  the  same  or  nearest 
preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c)  if  at  the  arte*  of  the  pnmary  term  or  any  tme  thereafter  one  or 
more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of  either  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying 
quantities  or  such  wells  are  waiting  on  hydraulic  fracture  stimulation,  but  such  well  or  wads  are  either  shut-in  or  production  there  from  is  not  being  sold  by 
Lessee,  such  wea  or  wets  shall  nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  ihe  purpose  of  maintaining  this  lease.  If  for  a  period  of 
90  consecutive  days  such  weR  or  wells  are  shut-in  or  production  there  from  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  one 
dollar  per  acre  then  covered  by  this  lease,  such  payment  to  be  made  to  Lessor  or  to  Lessor's  credft  In  the  depository  designated  below,  on  or  before  the 
end  of  said  90-day  period  and  the  re  after  on  or  before  each  anniversary  of  the  end  Of  said  90-day  period  while  the  well  or  wells  are  shut-m  or  production 
there  from  is  not  being  sold  by  Lessee:  provided  thai  if  this  lease  is  otherwise  being  maintained  by  operations,  or  a  production  is  being  sold  by  Lessee 
From  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shal  be  due  until  the  end  of  the  90-day  period  next 
following  cessation  of  such  operations  or  production.  Lessee's  Failure  to  property  pay  shut-in  royalty  shall  render  Lessee  liable  far  Ihe  amount  due.  but 
shall  not  operate  to  terminate  this  lease. 

4.  AM  shui-m  royalty  payments  under  this  tease  shall  be  paid  or  tendered  lo  Lessor  or  to  Lessor's  credit  in  at  lessor's  address  above  or  its 
successors,  which  shall  be  Lessor's  depository  agent  (or  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or 
tenders  may  be  made  in  currency,  or  by  check  or  by  draft  and  such  payments  or  tenders  to  Lessor  or  to  the  depository  by  deposit  in  the  LfS  Mails  m  a 
stamped  envelope  addressed  to  ihe  depository  or  to  the  Lessor  at  the  last  address  known  to  Lessee  shall  constitute  proper  payment  ff  the  depository 
should  liquidate  or  be  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse  to  accept  payment  hereunder.  Lessor  shaii,  at  Lessee's  request, 
deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as  deposlory  agent  to  receive  payments. 

5.  Except  as  provided  for  in  Paragraph  3.  above,  If  Lessee  drSIs  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry 
hole*)  on  the  leased  premises  or  lands  posted  therewith,  or  if  aS  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  arty  cause, 
including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  8  or  the  action  of  any  governmental  authority,  ihen  in  the  event  this  tease 
is  not  otherwoe  being  maintained  in  force  it  shafl  nevertheless  remain  in  force  if  Lessee  commence*  operations  for  reworking  an  existing  well  or  for 
orttng  an  additional  well  or  for  otherwise  obtaining  or  restoring  production  on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after 
completion,  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  aa  production.  If  at  the  end  of  the  primary  term,  or  at  any  time 
thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  ia  then  engaged  in  dnWng,  reworking  or  any  other  operations  reasonably 
calculated  to  obtain  or  restore  production  there  from,  this  lease  shall  remain  m  force  so  tang  as  any  one  or  more  of  such  operations  are  prosecuted  wth 
no  cessation  of  more  than  90  consecutive  days,  and  If  any  such  operations  result  in  the  production  of  od  or  gas  or  other  substances  covered  hereby,  as 
long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  weP  capable  of 
producing  >n  paying  quantities  hereunder,  Lessee  shaH  drif  such  additional  weBs  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably 
prudem  operator  would  drffl  under  the  same  or  swnisr  circumstances  to  (a)  develop  the  leased  premises  as  to  Formations  then  capable  of  producing  in 
paying  quantities  on  the  leased  premises  or  Sands  pooled  therewith,  or  (b)  to  protect  the-  leased  premises  from  uncompensated  drainage  By  any  well  or 
watts  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wefts  or  any  additional  wens  except  as  expressly 
provided  herein. 

6.  Lessee  shall  have  the  right  but  not  the  obrkfatiDn  to  pool  all  or  any  part  of  the  leased  pferne&es  or  Merest  therein  with  any  other  lands  or  interests, 
as  to  any  or  alt  depths  or  zones,  and  as  to  any  or  at  substances  covered  by  mis  lease,  either  before  or  after  the  commencement  of  production, 
whenever  Leasee  deems  it  necessary  or  proper  to  do  so  m  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooflng 
authority  exists  with  respect  to  such  other  lands  or  interests.  The  una  formed  by  such  pooling  for  an  oil  well  which  Is  not  a  horizontal  completion  shall  not 
exceed  60  acres  plus  a  majdmum  acreage  tolerance  of  10%,  and  for  a  gas  well  or  a  horaontal  completion  shafl  not  exceed  6«  acres  plus  a  maximum 
acreage  tolerance  of  1 0%;  provided  that  a  larger  unit  may  be  formed  fur  an  oil  well  or  gas  wen  or  horizontal  ajmpfeoort  to  conform  to  any  well  spacing  or 
density  pattern  that  may  be  presented  or  permitted  by  any  governmental  authority  having  jurisdicban  to  do  so.  For  the  purpose  of  the  foregoing,  the 
terms  "oil  weir  and  *gas  we  If  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or.  if  nrj  definition  is  so 
prescribed,  "oil  wetr  means  a  wel  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well"  means  a  well  wfth  an  initial  gas-oil 
ratio  of  100,000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using  standard  lease 
separator  facTrtlei  or  equivalent  testing  eautDment  and  the  term  "horizontal  completion''  means  an  oil  we*  in  which  the  horizontal  component  of  Ihe 
gross  completion  interval  in  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  honiontai 


component  of  the  gross  cwnptoton  interval  in  the  reservoir  exceeds  the  vertical  component  thereof.  In  exercising  its  pooling  rights  hereunder,  Lessee 
shall  file  of  record  a  written  declaration  describing  the  unit  and  stating  the  affective  date  of  pooling.  Production,  drilling  or  rewriting  operations 
anywhere  on  a  unit  which  includes  all  or  any  part  of  the  teased  premises  shafl  be  treated  as  4 1  were  production,  drilling  or  reworiting  operations  on  the 
leased  premises,  except  that  the  production  on  which  Lessor's  royalty  b  calculated  shafl  be  Wet  proportion  of  the  tot*  unit  production  which  the  net 
acreage  covered  by  this  lease  and  included  in  the  unit  beers  to  the  total  gross  acreage  in  the  unit,  but  only  to  the  extent  such  proportion  of  unit 
production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  poofing  rights  hereunder,  and  Lessee  shaH  have  the  recurring 
right  but  not  the  obligation  to  revise  any  un*  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production, 
in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any 
productive  acreage  determination  made  by  such  governmental  authority.  In  making  such  a  revision.  Lessee  shall  rite  of  record  a  written  declaration 
describing  the  revised  unit  and  stating  the  effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  is  included  in  or  excluded  from  the 
unit  by  virtu*  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly,  (ft  the 
absence  of  production  in  paying  quantities  from  a  unit,  or  upon  permanent  cessation  thereof.  Lessee  may  terminate  the  unit  by  filing  of  record  a  written 
dectar abon  describing  the  unit  and  stating  the  dote  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  inttires*s 

7.  If  Lessor  awns  [ess  than  the  fun  mineral  estate  In  a«  w  any  part  of  the  leased  premises,  the  royalties  and  Shut-in  royalties  payable  hereunder  for 
any  wed  on  any  part  of  the  leased  premises  or  lands  pooled  therewXh  shal  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased 
premises  bean  to  the  fuH  mineral  estate  in  such  part  of  the  leased  premises. 

3.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  death 
or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shal  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors 
and  assigns.  No  change  In  Lessor's  ownership  shafi  have  the  effect  of  reducing  the  rights  or  enlarging  the  obSgatkwis  of  Lessee  hereunder,  and  no 
change  in  ownership  shaH  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duty  authenticated  copies  of  the 
rJocurnants  establishing  such  change  of  ownership  to  the  satisfaction  of  Lessee  or  una  Lessor  has  satisfied  the  notrfcauon  requirements  contained  in 
Lessee  s  usual  form  of  division  order.  In  the  event  of  the  death  of  any  person  emitted  to  shut-in  royalties  hereunder,  Lessee  may  pay  or  fender  such 
shut-in  royalties  to  the  credit  of  decadent  or  decadents  estate  m  the  depository  designated  above.  If  at  any  time  two  or  more  persons  are  entitled  to 
shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to  their  oreoi  in  the  deposfMry,  either  jornify  or 
separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  Is  interest  hereunder  in  whole  o»  in  part  Lessee  shall  be  relieved  of  aS 
obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the 
transferred  interest  shall  not  affect  the  rights  of  Lessee  with  respect  to  any  interest  not  so  transferred,  if  Lessee  transfers  a  full  or  undivided  interest  in  ai 
or  any  portion  of  the  area  covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-*  royalties  hereunder  shall  he  divided  between  Lessee  and  the 
transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  heH  by  each. 

9.  Lessee  may,  at  any  time  and  from  time  to  time,  deBver  to  Lessor  or  file  Of  record  a  written  release  of  this  lease  as  to  a  M  or  undivided  Interest  in 
al  or  any  portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  there  under,  and  shall  thereupon  be  relieved  of  at!  obligations  thereafter 
arising  with  respect  to  the  Interest  so  released.  If  Lessee  releases  all  or  an  undivided  Merest  in  less  than  aH  of  the  area  covered  hereby,  Lessee's 
obligation  to  pay  or  tender  shut-in  royalties  shall  be  proportionately  reduced  In  accordance  with  the  net  acreage  interest  retained  hereunder. 

10.  In  exploring  for,  deveiapHTo,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  (eased  premises  or  lands  pooled  or 
urritaed  herewith,  in  primary  and/or  enhanced  recovery.  Lessee  shaH  have  the  right  of  ingress  and  egress  along  with  the  right  to  conduct  such 
operations  on  the  leased  premises  as  may  be  reasonably  necessary  for  such  purposes,  including  but  not  limited  to  rpoorrysicat  operations,  the  drilling  of 
welts,  and  the  construction  and  use  of  roads,  canals,  pipelines,  tarda,  water  wells,  disposal  wells,  injection  wells,  pits,  electric  and  telephone  lines,  power 
stations,  and  Other  facilities  deemed  necessary  by  Lessee  to  discover,  produce,  store,  treat  artdA*  transport  production.  Lessee  may  use  in  such 
operations,  free  of  cost  any  oft  gas,  water  and/or  otner  substances  produced  on  the  leased  premises,  except  water  from  Lessor's  wells  or  ponds.  >" 
exploring,  developing,  producing  or  marketing  from  the  leased  premises  or  lands  pooled  therewith,  the  artdlary  rights  granted  herein  shaH  apply  (a)  to 
the  entire  leased  premises  described  in  Paragraph  1  above,  notwithstanding  any  partial  release  or  other  partial  termination  of  this  lease;  and  (c)  to  arty 
other  lands  in  which  Lessor  now  or  hen: after  has  authority  to  grant  such  rights  in  the  vicinity  of  the  leased  premises  or  lands  pooled  therewith.  When 
requested  by  Lessor  in  writing.  Lessee  shall  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  lands.  No  well  shall  be  located  less  than  200  feet 
trcm  any  home  or  bum  now  on  the  leased  premises  or  otfiat  lands  used  by  Lessee  hereunder,  wtiiotil  Lessor's  consent,  end  Lessee  shall  pay  for 
damage  caused  by  te  operations  to  buttings  and  other  improvements  now  on  the  teased  premises  or  such  other  lands,  and  to  commercial  timber  and 
growing  crops  thereon.  Lessee  shall  have  the  right  at  any  time  to  remove  its  fixtures,  equipment  and  materials,  including  well  casing,  from  the  leased 
premises  or  such  other  lands  during  the  term  of  this  lease  or  within  a  reasonable  time  there  after. 

11.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shaH  be  subject  to  all  applcable  laws,  rules,  regulations  and  orders  of  any 
governmental  authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  .arks  of  oil,  gas,  and  Other  substances 
covered  hereby.  When  drilling,  reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by 
inability  to  obtain  necessary  permits,  equipment,  services,  material,  water,  electricity,  fuel  access  of  easements,  or  by  fire,  flood,  adverse  weather 
conditions,  war.  sabotage,  rebellion,  insurrection,  riot,  strike  or  labor  disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of 
purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  within  Lessee's  control,  this  lease  shall  not  terminate 
because  of  such  prevention  or  delay,  and  at  Lessee's  option,  (he  period  of  such  prevention  ordelay  shall  be  added  to  the  term  hereof.  Lessee  shall  not 
be  table  for  breach  of  arty  express  or  implied  covenants  of  this  lease  when  drrliirtfl.  production  or  other  operations  are  so  prevented,  delayed  or 
interrupted. 

12.  In  the  event  that  Lessor,  during  ate  primary  term  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  wiling  to  accept  from  any  party  offering 
to  purchase  from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  described  herein, 
with  the  lease  becoming  effective  upon  expiration  of  this  lease.  Lessor  hereby  agrees  to  notify  Lessee  In  writing  of  said  offer  immediately.  Including  in 
the  notice  the  name  and  address  of  the  offeror,  the  price  offered  and  all  oirrer  pertinent  terms  and  conditions  of  tfie  offer.  Lessee,  for  a  period  of  fifteen 
days  after  receipt  of  the  notice,  shafl  have  the  prior  and  preferred  right  and  option  to  purchase  the  leasa  or  part  thereof  or  interest  therein,  covered  by  the 
offer  at  the  price  and  according  to  the  terms  and  conditions  specified  in  the  offer. 

13.  No  litigation  shaH  be  initiated  by  Lessor  with  respect  to  any  breach  or  defautt  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor 
has  given  Lessee  written  notice  fully  describing  the  breach  or  default,  and  then  only  If  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period, 
m  the  event  the  matter  is  litigated  and  mere  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or 
canceled  in  whole  or  in  part  unless  Lessee  Is  given  a  reasonable  time  alter  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  falls 
lo  do  so. 

H.  For  the  same  consideration  recited  above.  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual 
subsurface  wefl  bore  easement  under  and  through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas 
welfs  the  surface  locations  of  which  are  situated  on  other  tracts  of  land  and  which  are  not  intended  to  develop  the  leased  premises  or  lands  pooled 
therewith  and  from  which  Lessor  shall  have  no  right  to  royalty  or  other  benefit.  Such  subsurface  wefl  bore  easements  shall  run  with  the  land  and  survive 
any  termination  of  this  lease. 

15.  Lessor  hereby  warrants  and  agrees  to  defend  ttDe  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and 
discharge  any  taxes,  mortgages  or  Hens  existing,  levied  or  assessed  on  or  against  the  leased  premises,  ff  Lessee  exercises  such  option,  Lessee  shal 
be  subrogated  to  the  rights  of  the  party  to  whom  payment  is  made,  and,  in  addition  to  Its  other  rights,  may  reimburse  fa&tf  out  of  any  royalties  or  shut-n 
royalties  otherwise  payable  to  Lessor  hereunder.  In  the  event  Lessee  is  mads  aware  of  any  claim  inconsistent  with  Lessor's  title,  Lessee  may  suspend 
(he  payment  of  royalties  and  shut-in  royalties  hereunder,  without  interest,  untfi  Lessee  has  been  furnished  satisfactory  evidence  that  such  daim  has 
been  resolved. 

16  reatwShstarxjfng  anything:  contained  to  trw  oontrary  in  this  lease.  Lessee  shaH  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for 
dnfirtg  or  other  operations. 

17.  Lessor,  and  the*  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of 
two  (2)  years  from  the  end  of  the  primary  term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  terms 
and  condS*xi3  is  granted  tor  tftn,  lease. 

IB.  TMs  tease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  allot  which  only  constitute  one  original. 

_      am  Tii ig  AMcwautwwiOHGB  ncncro  wiwv  ncrencNoc-Maoi:  a  fatit  i  encor —  

Paragraphs  19-27  are  attached  hereto  and  incorporated  by  reference  herein  for  all  purposes. 
DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  In  the  form  of  rental,  bonus  and  royalty,  are 
market  sensitive  and  may  vary  depending  on  multiple  factors  and  that  Oris  Lease  is  the  product  of  good  faith  negotiations.  Lessor 
understands  that  these  lease  payments  and  terms  are  flnaf  and  thaf  Lessor  entered  into  this  teas*  without  duress  or  undue  influence.  Lessor 
recognizes  rjiat  lease  values  could  go  up  or  down  depending  an  market  conditions.  Lessor  ackmrwteclges  mat  no  representations  or 
»»urar»ce«  wwe  made  in  tha  negotiation  of  this  teasa  that  Lessor  would  get  the  highest  pries  or  different  terms  depending  on  future  market 
conditions.  Neither  party  to  this  lease  will  seek  to  after  the  terms  of  this  transaction  based  upon  any  differing  terms  which  Lessee  has  or  may 
negotiate  with  any  other  tessors/oU  and  gas  owners. 
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1 9.  If  any  of  the  following  provisions  conflict  with  or  are  inconsistent  with  any  of  the  printed  provisions  or  terms  of 

this  Lease,  the  provisions  of  paragraphs  19  through  27  shall  control. 


20.  Notwithstanding  any  other  provision  hereof,  (his  lease  covers  only  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons. 

2 1 .  This  lease  shall  terminate  at  the  end  of  the  primary  term  except  as  to  lands  included  within  a  pooled  unit,  or  if 
such  lands  are  not  pooled,  as  to  40  acres  for  each  oil  well  and  360  acres  for  each  gas  well  (or  such  larger  amounts  as  may  be 
prescribed  for  oil  well  and  gas  well  spacing  under  the  field  rules  set  by  the  Railroad  Commission  of  Texas)  then  being  drilled  or 
reworked  or  then  producing  in  paying  quantities.  As  to  each  well  then  being  drilled  or  reworked,  this  tease,  as  to  the  stated  acreage 
with  respect  thereto,  shall  continue  so  long  as  the  drilling  or  reworking  operations  are  continued  with  no  cessation  of  more  than  90 
consecutive  days.  As  to  tracts  upon  which  the  drilling  or  reworking  operations  result  in  production,  and  as  to  tracts  producing  at  and 
after  the  end  of  the  primary  term,  this  Lease  shall  continue  as  to  each  tract  so  long  as  production  continues  from  the  tract  with  no 
cessation  of  more  than  90  consecutive  days.  Provided  however,  notwithstanding  any  other  provision  in  this  lease,  in  the  event  Lessee 
plans  to  drill  three  or  more  laterals  ,  in  one  or  more  wells,  in  each  unit,  Lessee  may  form  one  or  more  units  for  Horizontal  Bamelt 
wells  consisting  of  up  to  640  acres,  plus  a  1 0  acre  variance. 

22.  This  lease  is  special  warranty,  that  is  by,  through  and  under  Lessor,  but  not  otherwise. 

23.  LESSEE  AGREES  TO  AND  DOES  BY  THESE  PRESENTS  INDEMNIFY  AND  HOLD  HARMLESS 
LESSOR,  THEIR,  SUCCESSORS  AND  ASSIGNS  FROM  AND  AGAINST  ANY  AND  ALL  DAMAGES,  CLAIMS, 
LIABILITIES,  LOSS,  COST  AND  EXPENSE,  INCLUDING  ATTORNEY'S  FEES,  ARISING  OUT  OF  LESSEE'S 
OPERATIONS  UNDER  THIS  LEASE,  INCLUDING  BUT  NOT  LIMITED  TO  ANY  ENVIRONMENTAL  SPILL, 
CORRECTION  OR  TREATMENT  OF  THE  ABOVE  DESCRIBED  PROPERTY,  OR  ANY  WASTE  THEREON. 

24.  Operations  on  or  production  from  a  pooled  unit  will  maintain  this  lease  in  force  only  as  to  the  land  within  the 
unit  As  to  land  outside  a  unit,  this  tease  may  be  maintained  in  force  only  by  operations  on  or  production  from  the  excluded  acreage 
or,  during  the  primary  term,  by  payment  of  annual  delay  rentals  on  this  lease.  No  creation  of  a  pooled  unit  or  dissolution  of  a  pooled 
unit  shall  be  effective  until  a  copy  of  the  recorded  designation  or  dissolution  has  been  furnished  Lessor  at  the  above  address. 

25.  Notwithstanding  anything  contained  herein,  Lessee  shall  not  conduct  any  surface  operations  on  the  herein  leased 
premises,  however.  Lessee  shall  have  the  right  to  explore  for  the  oil  and  gas  under  the  leased  premises  and  the  right  to  drill,  operate 
and  produce  directional  and/or  horizontal  wells  through  and  under  the  leased  premises,  irrespective  of  the  bottom  hole  locations  of 
such  wells.  To  this  end.  Lessor  grants  to  Lessee  a  subsurface  easement  for  all  purposes  associated  with  such  horizontal  and/or 
directional  wells. 


26.  Lessee  covenants  and  agrees,  at  the  end  of  the  primary  term,  or  when  the  leased  properly  is  no  longer  held  under  the 
provisions  of  this  lease,  to  execute  a  release  of  this  lease  within  twenty  (20)  days  of  such  termination  and  record  the  release  in  the 
Official  Public  Records  of  the  County  where  the  Property  is  located,  providing  a  duplicate  copy  to  Lessor.  In  the  event  such  release  is 
not  provided  within  such  time,  and  Lessor  writes  Lessee  requesting  same,  as  provided  in  paragraph  1 2  of  this  Lease  agreement,  then 
after  such  90  days  without  a  recorded  release,  Lessee  agrees  also  to  pay  Lessor's  attorney's  fees  for  obtaining  such  release  or  releases. 

27.  All  sums  due  Lessor  under  this  lease  are  payable  in  Tarrant  County,  Texas. 
IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR: 


Denton  Highway  Half&rn/As/ociates,  Ltd., 
a  Texas  limited  pannersrtif 
By:  Denton  l^hway/Hjiltorn  Management  Co.,  Inc. 
a  Texas^orpQFrfu^fi,  General  Partner 


By: 


fcDowell,  Vice  President 


LESSEE 


Dale  Property -^rv lces -  L--LC. 

Executive  Manager  /* 


ACKNOWLEDGMENT 


STATE  OF  OKLAHOMA 
COUNTY  OF  CANADIAN 


This  instrument  was  acknowledged  before  me  on  the  day  of  August,  2009,  by  Mark  McDowell,  Vice  President  of 

Denton  Highway  Haltom  Management  Co.,  Inc.,  a  Texas  corporation,  General  Partner  of  Denton  Highway  Haltom  Associates,  Ltd.,  a 
Texas  limited  partnership,  on  behalf  or  said  partnership. 


Notary  Public,  Stale  of  OklaMma 


i    {  f 03004271  1  I 

|  («» \exp.  o*i  art  i * 


ACKNOWLEDGMENT 


STATE  OF  TEXAS  § 
COUNTY  OF  TARRANT  § 


This  instrument  was  acknowledged  before  me  on  the  _2L      °f  August,  2009,  by  Raley  M.  Taliaferro,  Executive  Manager 
of  Dale  Property  Services,  L.L.C. ,  a  Texas  limited  liability  company,  on  behalf  or  said  company. 


Notary  Public,  State  of  Texas 


t-^WK         AUSTIN  D.  HUNT  _ 
^r-'t'm  Rotary  Public,  State  of  iexas 

My  Commission  Expires 
^JlM         August  21,  201 1_ 
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